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67.  Ameritech's antempt to reinterpret "shared” transport 1o mean dedicated
rathcr than common wansport viclates these and other provisions of the Act and ECC
regularions, and delays entry by competing LECs and reduces their ability to corapete. The FCC
is currently considering 2 motion to clarify that such an interpretation is wrong. B

D.  Terminating Access

68. Among the capabilities of the unbundled local switch is the capacity to
provide the switching element of terminating access services. Terminating aci:ws servicesf are
services provided by local exchange carriers to long distance carriers that reflect the focal
exchange carrier’s delivery of a long distance call from the long distance ca:rricr’s "point-of-
presence” in the area to the called party. Terminating access scrvices include Wn from the
interexchange carrier point-of-presence to the local switch that serves the called party, local
switching, and the routing of that call over the local loop to the called party. 'ihc LEC receives
access charges from the long distance carrier for the provision of such services.

69. The FCC has defined the unbundled local switching element as the
incumbent LEC's line-side and trunk-side facilities plus all feamres, functions, and capabilities

of the switch. 47 C.F.R. § 51.319(c). The FCC has specified that the competing 'LEC

purchaser of the unbundled local switching element is entitled to recover terminating access

charges from the long distance carrier whose customer is calling the called party. Id. 1 363
-n.772. In its own sua sponte reconsidcraﬁon'ordcr, the FCC made it clear that "the carrier that
provides the unbundled local swnchmg element to serve an end user effeétively obtains’ the

exclusive right to provide all feamres, functions and capabiliies of the sﬁritch, including
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switching for exchange access and local exchange services, for that end user.” Order on
Reconsideration, § 11. - |

70.  The Act provides that carriers are entitled to purchase pondiscriminatory
access to upbundied network elements, Secton 251(c)(3), and the FCC's implemeﬁﬁng
regulations establish that purchasers of the unbundled network element are pcn:nittcd 1o provide
all forms of telecommunications services including terminating access services. 47 c.1=.1iz.‘ §
51.307(c). Thus, the incumbent LEC may not restrict the services that may be offered By a
purchaser of unbundled network elements, including the unbundled local switcﬁing element and
the platform. First Report and Order, ¥ 292.

71.  Under the Act, a competing LEC purchaser of the unbundled local
switching element may offer terminating access services to the long distance provider of an end
user who is seeking to connect with the competing LEC's customer. |

72. The FCC also made clear that the competing LEC purchaser of the
unbundled local switching element is emitled to recover terminating access charges from the ;lo'ng
distance carrier whose end user is calling the competing LEC's customer — including the residual
interconnection charge, the local switching charge, and the common carrier line charge: :

"We also note that where new entrants purchase access to unbundled network
elements to provide exchange access services, whether or not they are also
offering toll services through such elements, the new entrants may assess
exchange access charges to [interexchange carriers] originating or terminating toll
calls on those elements. In these cirenmstances, incumbent LECs may not assess
exchange access charges to such [mterexchange carriers] because the new
cntrants, rather than the incumbents, will be providing exchange access services,
and to allow otherwise would permit incumbent LECs to receive compensation in
excess of network cost in violation of the pricing standard in secdon 252(d)."
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First Report and Order, { 363 n.772.

73.  The Agreement, as inerpreted by Ameritech, contravenes Sections
25i(c)(§) and 252(d)(1) of the Act and the FCC's bindingl regulations. If 2 competing LEC
determines that it will provide tcrmmanng access services to mterexchange carriers, then it is
entitled to collect terminaring access charges from long distance carriers whose end uscr$ call
the competing LEC's unbundled local switching element customers. |

74.  In violation of the Act and FCC regulations, Ameritech's imcrprcmﬁbxi of
the Agreement attempts to force competing LECs to bundle different network clcmems_ in a
particular way — unbundled local swirching with Ameritech’s dedicated or "shared” transport —
before the competing LECs can receive the terminating access charges to which they are enﬁtled
under the FCC's First Report and Order. Ameritech's interpretation restricting Af&T‘s

provision of terminating access services violates the Act and applicable regulations.

COUNT ONE
(Failure to Require Ameritech to Provide Customized
Routing and an Unbundled Element Platform Without OS/DA)
75.  AT&T repeats and realleges paragraphs 1 through 74 above as if fully set
forth herein. |
76.  The Agreement and the MPSC's determinarion fail to require Ameritech
0 pro.vide, as a standard offering, customized routing for operator services and directory

assistance and to provide technically feasible combinations of elements. Thxs violates and does
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not meet the requirements of 47 U.S.C. §§ 251(c)(3) and the FCC regulations implementing that
provision.-

77.  The MPSC's determination, in failing to require customized rouﬁng for
operator services and directory assistance, is arbitrary and capricious, an abuse of discrct:ioh.
contrary to law, and not supported by the record.

78.  AT&T has been aggrieved by the MPSC’s determinations as set forth
herein.

79.  Plaintiff AT&T is therefore entitled to declaratory and injunctive relief

pursuant to 28 U.S.C. §§ 2201, 2202 apd 47 U.S.C. § 252(e)(6).

COUNT TWO
(Failare to Require Route Indexing as an
W____M

80. AT&T repeats and realleges paragraphs 1 through 79 above as if fully set
forth berein.

81.  The provisions in the Agreement failing to require route indexing as an
interim number portability method and the MPSC's determination with respect to that porﬁon
of the Agreement violate and do not meet the requirements of 47 U.S.C. §§ 251(b)(2) and

251(cX3) and the FCC regulations implementing those stamtory provisions.
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82. The MPSC's determination, in failing to require route indexing as an
interim mumber portability method, is arbitrary and capricious, an abuse of discretion, contrary

to law, and not supported by the record.
83.  ATAT has been aggrieved by the MPSC's determinarions set forth herein.

84.  Plaimiff AT&T is therefore entitled to declaratory and injunctive relief

pursuant to 28 U.S.C. §§ 2201, 2202 and 47 U.S.C. § 252(€)(6).

COUNT THREE
Common 1t

85.  AT&T repeats and rcalleges paragraphs 1 through 84 above as if fully set
forth herein. | :

86.  There is an actual controversy between AT&T and Amentech regarding
whether the Agreement requires Ameritech to provide common transport as. an interoffice
transmission facility. To the extent that the Agreement does not require common transp&rt as
an interoffice ransmission facility, that portion of the Agreement and the MPSC's Mminéﬁon
with respect to that portion of the Agreement violate and do not meet the requirements of 47
U.S.C. § 251(c)(3) and the FCC regulations implementing those statutory provisions.

87.  To the extemt that the Agreement does not require common transport as an

interoffice transmission facility, AT&T has been aggrieved by the MPSC's determination as set

forth herein.
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88.  Plaintiff AT&T is therefore entitled to decxaméry and injunctive relief
pursuant 1 28 U.S.C. §§ 2201, 2202 and 47 U.S.C. § 252(c)(6), including a declaration that
the Agrecment reqmrcs Ameritech to provide common transport as an mxcrofﬁcc transmission
facﬁity- To the extent that the Agreement does not require common transport as an xmerofﬁce

transmission facility, AT&T is entitled to a declaration that the Agrecment violates the Act.

COUNT FOUR
(Terminating Access Service)

89.  AT&T repeats and realleges paragraphs 1 through 88 above as if My isc:t
forth herein _

90.  There is an actual controversy between AT&T and Ameritech regarding
whether Ameritech can interfere with AT&T's provision of terminating access services as part
of the unbundled local switching element and prohibit AT&T's collection. of tcrmmatmg ms
charges. ‘fo the extent that the Agreement does not permit AT&T to provide tcrmmanng aiccjcss
services as part of the unbundled local switching element and colléct access charges, that p?::rtfion
of the Agreement and the MPSC's determination with respect to that portion of the Agrecment
violate and do not meet the requirements of 47 U.S.C. § 251(c)(3) and the FCC reguléti’ims
implementing those statutory provisions. .

91. To the extent that the Agreement does not permit AT&T to pmvxdc

' terminating access services as part of the unbundled local switching clcthcnt and to collect
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termiparing access charges, AT&T has been aggrieved by the MPSC's determination as sct forth

herein.

92.  Plainff AT&T is therefore entitied to declaratory and injunctive relief
pursuant to 28 U.S.C. §§ 2201, 2202 and 47 U.S.C. § 252(¢)(6$. including 2 declaration that
the Agreement permits AT&T to provide termmmng access services as part of the unbunhled
local switching element. To the extent thar the Agreement does not permit AT&T to provide
terminating access services as part of the unbundled local switching element, AT&T is cxmded

to a declaration that the Agreement violates the Act.

PRAYER FOR RELIEF

WHEREFORE, AT&T requests that this Court grant it the following relief:’

(a) Declare that the provisions of the Agreement and the MPSC Order ﬁﬂmg

to require Ameritech to provide, as a standard offering, an Unbundied Element Platform without i
operator services and directory assistance violate Section 251 of the Telecommunications Act of ‘
1996 and the FCC's implementing regulations;
) Declare that the provisioﬁs of the Agreement and the MPSC Order faﬂmg
1o require Ameritech to provide route indexing as an interim number portability option v;iolatc
Section 251 of the Telecommunications Act of 1996 and the FCC's implementing Wbm;
(c) Declare that the Agreement permits AT&T to provide terminating accss

services as part of the unbrmdled local switching element and to collect terminating access
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charges, or, in the alternative, that the Agreement violates the Act for failing to include such a
provision;

(d) Declare thar the Agreement requires Ameritech 1o provide common
transport as an interoffice transmission facility, or, in the alternative, that thc Agrecmém's
provisions regarding interoffice transmission facilities violate the Act for failing to include such

2 provision;
(e . Enjoin defendants from enforcing any provisions of the Ammt that are

inconsistent with the declaratory relief sought herein;

¢3] Enjoin defendants from imposing any agreement on AT&T that docs: not
coﬁzain the contract langnage proposed by AT&T relevant to customized operator services Vand
directory assistance routing;

(® Enjoin defendants from imposing any agreement on AT&T that does not
contain the contract @gugc proposed by AT&T relevant to the provision of route indexi@ as
an interim number portability mémod; |

(4s)] Direct the reformation of the Agreement and the inclusion of confract
language consistent with the 1996 Act and the decision of this Court: and -

63) Award AT&T such other and further relief as the Court deems just.ax.ld

proper.
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Dated: January 24, 1997
Respectfully submirted,

AT&T COMMUNICATIONS OF
MICHIGAN, INC.

w&j@%‘\\

L
William Davis George Hogg (P15055)
Joan Marsh Arthur J. LeVasseur (P29394)
AT&T COMMUNICATIONS OF Sidney M. Bermarn (P30701)
MICHIGAN, INC. FISCHER, FRANKLIN & FORD
4660 S. Hagardorn 3500 Guardian Building
East Lansing, MI 48823 Detroit, MI 48226

(517) 332-9608 (313) 962-5210

Atorneys for AT&T Communicatons of Michigan, Inc., Plaintiff
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STATE OF MICHIGAN
BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION
SR
AT&T COMMUNICATIONS OF MICHIGAN, INC.
Petition for Arbitration of Intercommection Rates, Terms Case No. U-11151

)
- ) -~
and Conditions and Related Arrangemeunts with Michigan ) Cise No. U-11152
Beil Telephone Company d/b/a Ameritech Michigan. )

)

DECISION ARB TION P
L

H R ¥ PR

On February 27, 1996, AT&T Communications of Michigan, Inc. (AT&T) request_edfthat
Michigan Bell Telephone Cofpp-auy d/b/a Ameritech Michigan (Ameritech) enter into. negotiations
pursuant 0 §§ 251 and 252 of the Telecommmmicarions Act of 1996 (the Act), 47 USC §§ 251 and
252, to establish an mterconnection agreement with Ameritech. During the months that followed,
the parties began negotiations regarding 2 generic agresment involving the networks in the vaﬁons
states in which both companies (or their affiates) operafe -- namely, [llinots, Indianﬁ, Michigan, Ohio
and Wisconsin. As defined in the Act, Ameritech is an Incumbent Local Exchange Carrier (ILEC).
ATXT is a "requesting telecommunications carrier” within the meaning of 47 USC 252(a) of the Act,
a "telecommunications carrier” as defined by 47 USC 153(a)(44) of the Act, and a *local excbzange
carrier” (LEC) as defined by 47 USC 153(a)(26) of the Act. |

On June 10, 1996, Ameritech submitted to the Michigan Public Service Commission

-(Conmision), and the Cornmission’s counterparts in the other four states m the' Ameritech region,

EXHIBIT &
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requests for mediation pursuant to § 252(a) of the Act. These mediations were nét successful in
reaching agreement on a snbstantial number of issues. :

Ou August 1, 1996, AT&T filed 2 Petition for Arbitration with the Commission, seeking
arbitration of the terms, conditions and prices for interconnection and related wts ﬁ'°m
Ameritech, pursuant to § 252(b) of the Act and in a#cordznce with the procedm'e:adopted by tﬁe
Commission in its Order dated July 16, 1996 in Case No. U-11134. AT&T's Petition was assxgned .
Case No. U-11151 by the Commission. At the sam:mne, ATE&T filed proposed direct testimony a:_id
exhibits. ; :

On August 2, 1996, Ameritech filed a Petition for Arbitration requesting that the Commissit?)n |
arbitrate issues relating to collocation of AT&T equipment on Ameritech premises} and pricing f;:t
such collocation, AT&T's costs for local traffic termination and AT&T's obligations‘under §25 l(i)) .
of the Telecommunications Act of 1996. Ameritech's Petition was assigned Case No. U-11 15#. |
Thereafter, Case Nos. U-11151 and U-11152 were cousolidated to 2 single arbitration procxdhé.

On August 2, 1996, an arbitration panel (the Panel) was appointed consisting of :
Administrative Law Judge Robert E. Hollenshead and Commission Staff memwbers Ann R.
Schneidcwind and Louis R_ Passariello. '

On August 14, 1996, the parties met wi:h‘the Panei to discuss procedural and schedulmg
marters. At this mecting, the Panel established the controlling dates for each activity required by the
parties, th'e Panel and the Commission. In addition, the Panel requested the parties mblish a
common framework for addressing disputed issues. Following the mitial meeting, each party met

separztd){ with the Panel to discuss the issues being presented for resolution and the position of t!i:e

Page 2
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parties with respect to these issues. 7

On August 23, 1996, AT&T filed a Joint Motion with TCG to sever Axmeritech's cost study
from the arbitration proceeding and to have it considered in a separate proceeding. Ammtech filed
its reply to the Joint Motion on August 30, 1996. As of the date of issuance of this Decision lof the
Arbitration Panel, the Commission has uot acted on this motion. _ |

On August 26, 1996, Ameritech filed its Response to AT&T's Petition and proposed
testimony and exhibits in support of its positions. On August 27, 1996, AT&T filed its Response to
Ameritech's Petition denying that the xssus Ameritech attepted to raise by its Petition are prsperly
arbitrable under ;;he Act and asked that Ameritech's Petition be dismissed. A;I'&.'I"s R@q‘nse to

Ameritech’s Petiﬁon also requested arbitration of all terms and counditions of an mterconnection
agreement between the parties. ‘

Ou September 3, 1996, each party submitted requests for additional iqformatim;. On
September 4, 1996, the Panel approved certain of the requests submitted by the parties and aiso, on
September 4 1996, notified the parties of those requests to which respouses were reqmred. "Each
party filed responses on Scptember 10, 1996. However, the Panel thereafter determined that
Ameritech’s response was incomplete aud directed Ameritech to file further information. Amem«:h
thereafter filed this requested mformation. I

Oun September 13, 1996, AT&T submirted its "Resolved and Disputed Contract Language”
(also referred to as AT&T s Red Line Agreement) which set forth all terms agreed to by the pams
as well as each party's proposed contract language for all disputed portions of the coatract.

On September 17, 1996, each parry submitted 2 Proposed Decision of the Asbitration Panel

-~
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(PDAP). Ou September 17, 1996, Ameritech also .submined a redline agreei:n:nt'ainhg with a list of
annotations concerning differences in the contracts. B
On September 24, 1996, the parties made oral presentations to the Panel in suppott ofthe.fir _
| respective PDAPs. On’ September 25, 1996, the p;mis rebutted each others PDAP presentations.
On October 1, 1996, ATAT submitted supplemental information regarding resolved lssncs
and an amended PDAP. On October 2, 1996, Ameritech submitted a “red-lined” version of its PDAP
which indicated the sections and arguments which could be removed because the parties had resolved
the applicable issues. |
On October 2, 1996, the parties jointly submitted a “Double-Redimed” version of the
proposed interconnection agreement (dated October 1, 1996) mcluding both resolved contraét

language and proposed language of both AT&T and Ameritech in disputed areas.

IL

DISCUSSION

Section 252(b) of the Act and § 204 of the Michigan Telecommunications Act :(MTA.) confer
jurisdiction on the Commission to arbitrate disputes involving the rates, term's and conditious df
agreements between telecommunications carriers respecting interconnection, services or networlic
elements. AT&T, having been unable to reach an agreement with Ameritech, petitioned th;t
Commission to arbitrate an agreement in accordance with § 252(b) of the Act, a;nd § 204 of the MTA.

On July 16, 1996, the Commission, in Case No. U-11134, (In the matter, on the Commission's
own motion, to establish a procedure for arbitration under the federal Telecommmications Act of

Page 4
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1996), issued an order to provide a framework for arbitration and to establish 2 procedure to be
followed for arbitration conducted pursuant to § 252 of the Act. This procedure prcwxded for
appointment of a three-me.mber arbitration panel consisting of an Admmstrauve Law Judge and two
technical staff persons. |
On August 8, 1996, the Federal Communications Commission (FCC) released its First Report
and Order in CC Docket Nos. 96-98 and 95-185 which discussed the Act, stated positions of various
parties on certain sections of the Act, stated the FCC's position conceming these sections of thé Act
and established certain rules pulrsu.am: to the Act. The FCC’s Angust 8, 1996 Order will hereaﬁ:er m
this Decision of the Arbitration Panel be referred to as the FCC Order. The rules issued pu@t to
the FCC Order amend (for purposes of this proceeding) subpart 5 of Part 1 of Tiﬂe 47 of the Code
of Federal Regulations (47 C.F.R. 1.1401 et seq.) and add a new Part 51 of Title 47 of the Code of
Federal Regulations (47 C.F.R. 51.1 ¢t seq.). |
On August 6, 1996, the FCC released an order in CS Docket No. 96-’166 where it discussed
Section 703 of the Act which addresses, among other things, pole attachments. ﬁe FCC’s August 6;
1996 order (which is hereafier referred to as the FCC Pole Attachment Order) also amended and
added to the FCC’s existing pole attachment rules. These pole attachment rules amend subpa;r: Jof
Part 1 of Title 47 of the Code of Regulations (47 C.F.R. 1.1407 et seq.).
On September 27, 1996, the FCC released its Order on Recousideration in CC Docket Nos.
96-98 and 95-185. In its Septemb;r 27 order the FCC established a flat-rated default proxy'l range
"~ for the non-tfaﬁic sensitive costs of basic residential and bushmess line ports associated with the

unbundled local switching element In addition, the FCC clarified that, because its First Report and -

Page 5 . .. .
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Order concluded that the local switching element inciudes dedicated facilities, the requesting carrier

" is thereby effectively precinded from using unbundled switching to substitute for switched access

: sewiaswhe.retheloop is used to provide exchange access to the requesting carricr and Jocal scrvxce

by the incumbent LEC. | | - !

On September 27, 1996, the Eighth Circuit of the United States Court of Appeals in Docket |

Nos. 963321, 96-3406, 96-3410, 96-3414, 96-3416, 96-3418, 96-3424, 96-3430, 96-3436, 96-3444,

| 96-3450, 96-3453, 96-3460, 96-3507, 96-3519 and 96-3520 issued a temporary stay of the FCC's

August 8, 1996 First Report and Order. On October 15, 1996, the Eighth Circuit Court of Appeals

dissolved its September 27, 1996 temporary stay and replaced it with & stay of the FCCs pricing rules

and the “pick and choose™ rule contained in the FCC’s First Report and Order untl the court xssued

its final decision on the mevits. The Court specifically indicated that its stay applied ouly to 47 CF.R.
51.501-51.515, 47 C.F.R. 51.601-51.611, 47 C.F.R_ 51.701-51.717 and 47 C.F.R. 51.809.

Al references to contract language and contract sections discussed refer to the October 2,

1996 jointly submitted “Double-Redlmed™ version of the proposed interconnection agreement ﬁled

by Ameritech and AT&T in this proceeding. ‘ | o

oL .
DISPUTED ISSUES j 3
I E1l !

What prices should be set for Reciprocal Compensation, Transiting, Unbﬁndled Netwoﬂc

Elements/Combinations, Collocation and Structures (poles; ducts, conduits and ﬁghtmﬁmy)? '

Page 6 . ‘: ; f
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DECISION:

Based on its determination regarding the preliminary review of AT&T's and Ameritech's cost

study methodologies, the requircments of the Act and this Commission's arbi_tration proccd@xfes. .

dclineat;d in Case No. U-11134, the following interim prices are adopted by this Panel.

1) Reciprocal Compensation - The Panel finds AT&T's proposed price of 0.2 cents for end
office termination along with its randem routed rate of 0.06 cents should be adopted. The
panel finds Ameritach’s proposed prices of 0.6181 cents for end office termination and 0.201
cents for tandem switching excessive, being three times higher than the prices propos;d by
AT&T. It is noted that Ameritech’s proposed prices are also significantly higher th;n its
pending Total Service Long Run Incremental Cost (TSLRIC) rates of 0.3647 cents fo:r end
office termination and 0.0744 cents for tandem sv;vitcbing filed in Case No. U-11156. |

2) Traasiting - The Panel is of the opinion that transiting consists of two-rate clements:

tandem switchihg and the transport function. While the Panel adopts AT&T's probosed

. tandem switching rate of .06 cents as an interim rate, the Panel opts for the FCC's shared

ransport access rates as discnssed below. The Panel was unable to determine whethier the
single rate of 0.12 cents proposed by AT&T or the pre-1997 transiting rate of 0.2 cents
proposed by Ameritech properly weigh the switching and trausport elemeats. Thé Panel

therefore adopts two separate interim rates for transiting, the tandem switching rate of 0.06

_ cents proposed by AT&T and the FCC shared transport access rates discussed elsewhere

Page 7

herein as the appropriate interim rates to be applied to ransiting traffic.

3) Unbundled Loops - The panel finds AT&T s proposed prices for unbundled loops for

U-11151 & U-11152
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Zones A, B and C of $7.53, $8.93 and $10.37, respectively, should be adopted. In the

Panel’s view, Ameritech’s proposed prices for Zones A, B and C of $15.61, $18.48 and
$21.53 are unreasonably high. It is noted that Ameritech’s proposed loop prices significantly
exceed t:s peading TSLRIC loop rates of $9.31, $11.84 and $14.67 filed in Case N(?.
U-11156. Given this Cormmission’s adopted arbitration pracedures, the Panel finds AT&T’:s
proposed prices to be 2 more reliable apprommnou of TSLRIC. |
4) Local Switching - There exists a wide discrepancy in the port prices pmposed by AT&T
and Ameritech in this proceeding. Ameritech’s proposed price of $10.22 is approximate(_y
20 times greater than the $.54 price proposed by AT&T. Baéed on this Commission’s
arbitration procedures of choosing oue party’s position, the Panel finds AT&T"s pmpose;d
price of $.54 represents a closer approximation of TSLRIC and should therefére be adopteél.
Itis n.otcd that Ameritech’s proposed price of $10.22 is not remotely close to its ISI.kIC m{e
of $2.12 pending before the Commission in Ameritech Advice No. 2438B. ‘

The panel also adopts AT&T's propomd local switching charges of 0. 65 cents for the
initial minute and 0.22 cents for each additional minute rather than Ameritech’s proposg:d
price of 0.5808 cents per wminute of use. It is noted that Ameritech’s proposed price c;:f
0.5808 significantly exceeds its pending TSLRIC local switching charges of 0.54 cents for tﬁc
first minute and 0.17 cents for cach additional minute pending in Ameritech Advice No.
2458B mentioned above. The panel finds AT&T s proposed local swrtchmg charges to be
a reasonable approximation of TSLRIC. |

5) Tandem Switching - The Panel adopts AT&T's proposed price of 0.06 cents rather than

U-11151 & U-11152
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Ameritech's proposed price of 0.1415. Based on the Panel's belief that AT&T's éost
methodology more closely approximates TSLRIC, the Panel finds AT&T's proposal
appropriate for this element. | -

6) 'Dedicated Transport, Switched Transport, Signaling and Database Services,
Operator and Directory Services and Collocation - For those network elements :and
services listed above, items 1 through S, (with the exception of the transport ﬁ.métion
associated with transitiug) the Panel has followed the Commission’s arbitration procedures
and chosen one party’s position over the other. For the network elements and ser\;iccs
discussed in this section, the Panel believes the existing FCC interstate access rates should be
adopted. Each of these services includes numerous rate elements 2 number of which are
under investigation by the FCC. These imterstate services are the same as will be utihm'd in
r.hc;, process of local intercomecﬁon. There is no justification on the record m this procwﬁing
to establish rates which differ from those established by the FCC for these services.
Therefore, the rates already mcluded in Ameritech’s toll access tariff should be utilized for
these local mterconnection services. ‘ - |

7) Structures - Neither Ameritech nor AT&T have i;1c1uded a complete list of propfosed
prices for pole attachment and other services related to right-of-way access. The El’znel
therefore does not establish specific prices for right-of-way access herein. Both parﬁs
propose generally that prices be set consistent with formmlas included in § 224 of the Act in
2 proceeding to be initiated by the FCC next year. Until that time Amcrite;:h proposes prices

set forth in its Pricing Schedule be adopted bur bas failed to include those prices in the
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Schedule. AT&T proposes that rates established by the FCC next year apply ret{oactively
to services utilized until then (§ 16.18 of the Coutract). |
It is the Panel's belief that under § 361 of the MTA, providers may establish the mges,
terms and conditions for artachments under the terms of a formala established in that section
If AT&T disputes the rates that are ulrimarely established by Ameritech in this area, a
complaint may be filed with this Commission for resolution. |
The federal Act provides that in the area of right-of-way access, a State may exercxse
preemptive authority to establish conditions of access (§ 224(c)) of the Act; ] 1239 of t:he
FCC Order). Michigan cerrified to the FCC its regulation regarding right-of-way a number
of years ago and this authority has not been affected Sy the enactment of the MTA_ 'l;hc
Panel also notes, however, that there is little difference betwgen the rate sel:tmg formh§ m
§ 224(e) of the Act and § 361(3) of the MTA. At this time the Panel adopts and references
MTA authority in regard to right-of-way pricing. It is the Panel's belief that if a dispute arises
~when specific prices are established by Amerftech, AT&T umy mvoke procedures av:u'lable
to it under state law to resolve any conflict. |
In addition, both AT&T and Ameritech proposed prices for Busy Line Verification, Busy I..me
Verification Interrupt and various nonrecurring charges. The Panel has determined that insufficient
information exits on the record for the Panel to make an mformed ciecisiou- It is the view of the Panel
that if one price has to be chosen, then AT&T's proposed price is appropriate since the Panel has
found that AT&T's proposed prices have been more consistent with this Commissions’s TSLRiC

methodology.
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For those unbumdlied nerwork elements proposed by Ameritech but not identified by AT&T ‘

(e.2. non basic loops and ports), the Panel bas concluded that no decision is required. The issue
before us is the price of elements which AT&T bas requested. The Panel in not obligated to reépond
to additional issues brought up by Ameritech in its response to AT&T's petiion. If disputes arise as
to these network elements, the parties will have to raisc the issue with the Conmﬁssio_n ara latexf date.

Along the same fine, Ameritech, in response to AT&T's petition, ideutifies services and ;')ﬁces’
for billing and collection, cross connect, service coordination and 9-1-1, which AT&T dxd not
address in its petition. As indicated previously above, the issues are defined by AT&T's petidon. If
disputes arise concerning prices for these services, the partes will have to present the issue to the
Commission at a later date if resolution between the parties is not possible.

In regard to unbundled platforms, AT&T's proposed prices are the only prices on the record.
Thus the Panel's decision is limjted to AT&T's position. Ameritech took the position in its response
to AT&T's petition that unbundled combinations should be requested through the bona fide request
process and therefore did not propose any prices. Since that time, the parties have negotiated and
Ameritech has agreed to provide three combimatious as standard offerings bx;t has propos’?d no
specific prices. Under the Commission's arbitration procedure, the Panel is limited to selecting one
party’s posttion. Therefore AT&T's combination prices are adopted.
REASON! D TON;

The proposed pricing schedules of AT&T and Ameritech are the most contested issue in this
arbrtranon proceeding The pricing standard ecmbhshed by the Act is contained in § 252(:[) which

includes the requirements for the pricing of three types of services: interconnection and network
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elements, transport and termination and wholesale prices for telecommmications services. Wholesale

pricing will be discussed separately below. In regard to the first two items the Act provides jas

follows:

n(d) PRICING STANDARDS. -

(1) INTERCONNECTION AND NETWORK ELEMENT CHARGES. -

Determination by a State commission of the just and reasonable rates for the
intercomection of facifities and equipment for purposes of subsection (c)(2) of section
251, and the just and reasonable rate for network elements for purposes of subsection
(cX3) of such section -

(A) shall be - .
(D) based on the cost (determined without reference to a rate-of-return
or other rate-based proceeding) of providing the interconnection or network
element {(whichever is apphcable), and
(ii) nondiscriminatory, and
(B) may include a reasonable profit.

(2) CHARGES FOR TRANSPORT AND TERMINATION OF TRAFFIC.-
(A) IN GENERAL. - For the purposes of compliance by an incumbent

local exchange carrier with section 251(b)(5), a2 State commission

shall not consider the terms and conditions for ' reciprocal
compeusation to be just and reasonable unless -

(I) such terms and conditions provide for the mutual and reciprocal
recovery by each carrier of costs associated with the transport and termination
on each carrier's network facilities of calls that originate on the nerwork
facilities of the other carrier; and

(ii) such terms and conditions determine such costs on the basis of a
reasonable approximation of the additional costs of terminating such calls.
(B) RULES FOR CONSTRUCTION. - This paragraph shall not be
construed -

(I) to preclude arrangements that afford the mutual recovery of costs
through the offsetting of reciprocal obligations, including arrangements that
waive mutual recovery (such as bill-and-keep arrangements); or

(1) to authorize the Commission or any State commission to engage
in any rate regulation proceeding to establish with particularity the additional
costs of transporting or terminarmg calls, or to require carriers to mamtam
records with respect to the additional costs of such calls.”

n its First Report and Order in CC Dockets 96-98 and 95-185 issued August 8, 1996, the
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FCC delineated, amoug other things, the reguiations W& would apply to implemeﬁting these pricing
provisions of the Act In summary, the FCC adopted a so-called Total Hcmmt Long Run
Incremental Cost methodology (TELRIC) to be wtifized in pricing tnterconnection services. Tncluded
in these regularions were specified “proxies” for the pricing of 2 number of network elements a.s wcll
as for transport and termination. The FCC reasoned that given the short timeframes permirted m the
Act for arbitration resolution, proxy prices could be adopted for an mterim peﬁod of time. ETlu's
would permit states a longer period of time to analyze detailed cost studies ﬁ:r interconne;:tion
services in order to determine compliance with the TELRIC requirements.
As discussed earfier, the Eighth Circuit of the U.S. Court of Appeals has issued a stay of the
FCC's pricing rules contained in its August 8th Order, including its TELRIC methodology and the
sugeested proxies. The Eighth Court has sche&uled argument regarding the merits of the cases for
January 1997. The FCC has mdicared it will appeal to the U.S. Supreme Court the decision t(f) stay

its Order.

The MTA and orders by this Commission also contain pricing requiréments relevant to

interconnection services. In November 1995 amendments to the MTA were enacted incliuding

requirements regarding the pricing of local service interconnection. The pricing standard mclu.ded )

in the MTA is contained in Section 352 (MCL 484.2352) as follows:

"Sec. 352 (1) Undl January 1, 1997, the rates of a provider of basic local
exchange service for interconnection under this article shall be at the provider's total
service long run incremental cost of providing the service. After January 1, 1997, the
rate for‘ mtercomection shall be just and reasonable as determined by the
commission.”

The Commission's (TSLRIC) methodology was originally defineated in Case No. U-10620. In'Case
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" No. U-10860, the Commission required Ameritech to submit cost studies to permit certun

intercomnection services to be priced at TSLRIC levels as required by the MTA. The components

addressed in that order were unbundled loops, unbundled ports, local call termination and interfm

number portability. Applications and tariffs filed in response to the orders are now pending bd‘oi’e
the Commission.

In this proceeding, the pricing alternatives which are pending before this Panel from AT&T
and Ametitech are based on the FCC's TELRIC methodology. Whether the stay of the FCC's Order
in this regard will be continued or whether the proposed methodology and proxies will be finally
upheld by the Cowrts next year is, of course, uﬂmown at this tme. However, timeframes contain:ed
in § 252 of the Act compelbng state commissions to act on requests for arbitration remain i effect.

Therefore, taking account of state and federal laws, TELRIC and TSLRIC cost
methodologies, the positions of AT&T and Ameritech which have been advanced in this proceediﬁg,
and the Commission’s arbitration guidelines, the Panel has reached its conclusions regarding t:he
pricing issues in this case. The Panel’s conclusions are based on five fundamental consideraﬁo;ls
First. the Panel believes that the statutory pricing requirements for iocal interconnection servxc&s
delineated above and included in state and federal laws are essentially the same. It is important to
note that these Statutory requirements are the findamental basis upon which this Panél and ultimately
the Commission must rely in reaching its pricing determinations in this proceeding. These
requirements rernain in place and are unaffected by the recent actions of the U.S. Court of Appeals.
Second, a specific discussion of the FCC’s TELRIC methodology is included below as well as this

Panel's determinations regarding AT&T's and Ameritech’s compliance with that méthodologyf as
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specified by the FCC. It was on this basis that the parties’ positions were develop:ted in this case so
<+ i the Panel's belief that i is important to review the parties’ positions in that regard. Should ;hc
Court of Appeals’ stay of this methodology be lifted, this information will then be available for ﬁﬁ'ther
determinations in this case. Third, with regard to the federal and state laws, it is the belief of this
Panel tha there is fixle difference bezween the TELRIC methodology adopted by the FCC and the
TSLRIC methodology included in the MTA as interpreted by Commmission orders on this subject.
Therefore, findings regarding compliance with a TELRIC methadology continue to be dzrectly
relevant. It is the position of this Panel that the only significant dr&‘erence between t].wE two
methodologies is the treatment of common costs iu the pﬁcing of local interconnection sezvxces. In
its TELRIC methodology, the FCC specified that a portion of cormmon co'srsbbe included in the
pricing of interconnection items. The Michigan TSLRIC methodology specifically excludes
recognition of common costs. However, the just and reasonable pricing standard which, accc;rding
to the MTA, becomes applicable to interconnection services i 1997, mught fecognize such ct;sts i
price-setting decisions. Therefore, this difference berween the two methodologies may only exist in
the short term. Fourth, the Panel recognizes, as stated above, TSLRIC studies developed by
Ameritech are presently pending before this Commission in Case Nos. U-11155 and U-11156 =iand mn
Ameritech Advice No. 2438B for a number of interconnection services. Finally, the Panel recognizes
the arbitration guidelines established by this Commission m Case No. U-11134 which state ti:at the
Panel will select eithier the proposal of party A or B except when the "resuﬁs would be Iclu.rly
“unreasonable or contrary to the public mterest *

As 2 result of these considerations, the Panel adopts the prices which, in its opinion, most
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